
 
 
 
 
 
 

California Competes  
Tax Credit Application 

Workshop 



Overview 
What is the California Competes Tax Credit? 
 The Application Process 
 Application Walk Through 
 Calculation Examples 
 Questions 
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Governor's Economic 
Development Initiative 

 Hiring Tax Credit (New Employment Credit) 
• Started January 1, 2014 
• Franchise Tax Board to administer 

Manufacturing Partial Sales Tax Exemption 
• Starts July 1, 2014 
• Board of Equalization to administer 

 California Competes Tax Credit 
• FY 13/14 application period is March 19 

through April 14  
• GO-Biz to administer 
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California Competes Tax Credit 
 Negotiated tax credit  
 Credit amount based on 11 factors: 

• Number of jobs created or retained 
• Compensation paid to employees 
• Amount of investment 
• Extent of unemployment or poverty in business area 
• Other incentives available in California 
• Incentives available in other states 
• Duration of proposed project and duration of commitment 

to remain in this state 
• Overall economic impact  
• Strategic importance to the state, region, or locality 
• Opportunity for future growth and expansion 
• Extent the benefit to the state exceeds the amount of the 

tax credit 
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California Competes Tax 
Credit 

 Tentative amount of credits available:  
• $30 million in fiscal year 2013/14 
• $150 million in fiscal year 2014/15 
• $200 million in each fiscal year 2015/16 - 

2017-18. 
 No more than 20% may go to any one applicant 

per fiscal year 
 25% of total amount each fiscal year reserved 

for small businesses  
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California Competes Tax 
Credit 

 Negotiated written agreement between GO-Biz and 
the applicant for the credit. Terms and conditions of 
the agreements to include: 

• Minimum employee compensation and retention 
period 

• Credit distribution period 
• Recapture provisions if applicant fails to meet 

commitments 
 Credit agreements must be approved by California 

Competes Tax Credit Committee 
 Committee members -- State Treasurer, Director of 

the Department of Finance, two legislative 
appointees, and the Director of GO-Biz (Chair) 
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Application Phase 
 Director sets the application period each 

fiscal year 
 Rolling application process versus expiration 
 On-line application submission 
 https://www.calcompetes.ca.gov 
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https://www.calcompetes.ca.gov/
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Profile 
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Entity Type: 
• Individual (sole proprietor) 
• C Corporation 
• S Corporation 
• General Partnership 
• Limited Partnership 
• LLC (treated as a partnership) 
• LLC (treated as a corporation) 
• Other Type 
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Incentives (con’t) 
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DO NOT ASSUME IT IS SUBMITTED UNTIL YOU RECEIVE A 
CONFIRMATION EMAIL! 
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“Full Report” 
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E-MAIL CONFIRMATION – SUCCESS! 



“Recall”/“Options” 
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Evaluation Phase I 
 Two-phase application evaluation process 
 The first phase is a quantitative evaluation 
 Applications from small businesses will be 

compared to applications from other small 
businesses  

 Applications with the most advantageous 
cost-benefit ratio to the state will move into 
the second phase (minimum review will be 
the top 200%)   
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Formula 
 

Amount of Credit Requested 
__________________________ 

Aggregate Employee Compensation Package + 
Aggregate Investment Package 
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Aggregate Employee 
Compensation Package 

 The number of full-time employees is 
determined on an “annual full-time equivalent” 
(AFTE) basis 

 One AFTE employee is: 
• For full-time employees paid by the hour, 1,750 

hours worked for the applicant during the tax year 
• For salaried full-time employees, 50 weeks 

worked for the applicant during the tax year  
 Only employees that work on average 35 hours 

or more per week in California are taken into 
consideration for this computation  
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Aggregate Employee 
Compensation Package 

 ABC Company hired 10 hourly full-time 
employees in the 2013 tax year 
• 5 were hired in January and each worked 

more than 1,750 hours in the year 
• 3 were hired in July and each worked 875 

hours in the year  
• 2 were hired in November and each worked 

350 hours in the year 
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Aggregate Employee 
Compensation Package 

 5 were hired in January 
and each worked more 
than 1,750 hours in 
the year 

 3 were hired in July 
and each worked 875 
hours in the year  

 2 were hired in 
November and each 
worked 350 hours in 
the year 
 

How many full-time employees did 
ABC Company employ in 2013? 
Calculation: 
Full-time employees that worked at 
least 1,750 hours = 5 
Total number of hours the other 
full-time employees worked = 
3,325 
Divide 3,325 by 1,750 = 1.9 
Add 1.9 + 5 = 6.9 
In 2013, ABC Company employed 
6.9 full-time employees, 
determined on an AFTE basis  
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Aggregate Employee 
Compensation Package 
 First step to determine Aggregate Employee 

Compensation Package: 
• Determine the number of full-time employees 

employed in the “Base Year” (2013 tax year) 
using AFTE calculation 

• Project the number of full-time employees, on 
an AFTE basis, to be employed in 2014 through 
2018 tax years 

• Use AFTE worksheets on GO-Biz website 
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Aggregate Employee 
Compensation Package 

 Second step to determine Aggregate 
Employee Compensation Package: 
• Determine cumulative average annual salary 

of full-time employees projected to be hired in 
the 2014 through 2018 tax years using 
worksheet on GO-Biz website 

• Calculated based on projected tax year of 
hire and annual salary, without regard of 
when during the year the employee is hired 

• This is not based on AFTEs 
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Aggregate Employee 
Compensation Package 

 Final step to determine Aggregate Employee 
Compensation Package: 
• Transfer the AFTE employee numbers and the 

cumulative annual average salary numbers to 
the “Aggregate Employee Compensation 
Package Calculator” on the GO-Biz website 
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Aggregate Investment Package 

 “Investment” is real and personal property 
purchased related to the applicant’s business that 
is placed in service in California 
• Purchases up to one year prior to the date the 

applicant files its California Competes Tax 
Credit Application  

• Projected purchases during the 2014-2018 tax 
years 

 Use aggregate investment package calculator on 
GO-Biz website  
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Example 
 123 Inc. employed 15 full-time hourly employees for the entire 2013 tax year. 
 
 In the 2014 tax year it plans to hire 3 hourly employees mid-year with an estimated 

annual salary of $40,000 each. The corporation estimates the employees will each work 
875 hours. 

 
 In the 2015 tax year 123 Inc. will hire 2 hourly full-time employees with an estimated 

annual salary of $60,000.  The employees will be hired in January 2015 and work 2,000 
hours each. 

 
 In the 2017 tax year the corporation will hire 3 full-time employees with an annual salary 

of $100,000 each. The corporation expects the employees to be hired in December and 
to work 120 hours each. 

 
 123 Inc. does not anticipate any other additions or reductions of employees in the 2014 

through 2018 tax years. 
 
 In the 2014 tax year the corporation will purchase a new building at an estimated cost of 

$900,000. 
 
 In the 2016 tax year the corporation will purchase new manufacturing equipment for an 

estimated cost of $150,000.  
 
 123 Inc. applies for the California Competes Tax Credit and requests a tax credit of 

$300,000. 
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123 Inc. employed 15 full-time hourly employees for the entire 
2013 tax year. 
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In the 2014 tax year it plans to hire 3 hourly employees mid-year with an 
estimated annual salary of $40,000 each. The corporation estimates the 

employees will each work 875 hours. 
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In the 2015 tax year 123 Inc. will hire 2 hourly full-time employees with an estimated 
annual salary of $60,000.  The employees will be hired in January 2015 and work 2,000 

hours each. 
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2016 tax year – No hires or reductions of employees 
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In the 2017 tax year the corporation will hire 3 full-time employees 
with an annual salary of $100,000 each. The corporation expects the 

employees to be hired in December and to work 120 hours each. 
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2018 tax year – No hires or reductions of employees 
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In the 2014 tax year it plans to hire 3 hourly employees mid-
year with an estimated annual salary of $40,000 each. The 
corporation estimates the employees will each work 875 

hours. 
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In the 2015 tax year 123 Inc. will hire 2 hourly full-time employees 
with an estimated annual salary of $60,000.  The employees will be 

hired in January 2015 and work 2,000 hours each. 
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No employees hired in 2016 tax year 
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In the 2017 tax year the corporation will hire 3 full-time employees with an 
annual salary of $100,000 each. The corporation expects the employees to be 

hired in December and to work 120 hours each. 
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No employees hired in 2018 tax year 
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In the 2014 tax year the corporation will purchase a new building at 
an estimated cost of $900,000. 

 
In the 2016 tax year the corporation will purchase new 

manufacturing equipment for an estimated cost of $150,000.  
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Example Ratio 
 Amount of credit requested = $300,000 
 
 Aggregate employee compensation = $1,431,384.75 

 
 Aggregate investment = $1,050,000 
 

$300,000 
 

$1,431,384.75+$1,050,000 
 

 Ratio = .1209 
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Evaluation Phase II 
 Evaluation factors 

• Job retention 
• Opportunity for future growth and expansion 
• Economic impact in California 
• Incentives available in/out of state 
• Benefits/fringe benefits provided to employees 
• Strategic importance to the state/region/locality  
• Unemployment/Poverty in business area 
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Phase II 
 GO-Biz will contact applicants moved into Phase II  

• Additional information will be requested, 
including: 
 Description of benefits/fringe benefits provided to 

employees 
 Entity relationship chart, parent company, 

affiliated corporations  
 Financial information and/or related business 

documentation to verify information provided in 
the application 

 Readiness and site control 
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Negotiation and Award Phase 
 GO-Biz and applicant will negotiate terms of the 

contract 
 GO-Biz will recommend fully executed contracts 

for Committee approval 
 Contract will be made public prior to the 

Committee meeting  
 Committee will either approve or deny the 

recommendation 
 Award information will be posted on GO-Biz’s 

website upon approval by the Committee within 
5 business days 
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Additional questions or feedback: 
CalCompetes@gov.ca.gov 

(916) 322-0694 
(877) 345-4633   

http://www.business.ca.gov/ 
https://www.calcompetes.ca.gov 
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